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FAULKNER AND THOMPSON P.A
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INDEPENDENT AUDITORS REPORT

The Manager and Members

Synergy Investment Group LLC

We have audited the accompanying statement of financial condition of Synergy Investment Group
LLC as of December 31 2008 and the related statements of income changes in members equity and cash

flows for the year then ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of

1934 These financial statements are the responsibility of the Companys management Our responsibility is

to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit includes

examining on test basis evidence supporting the amounts and disclosures in the financial statements An
audit also includes assessing the accounting principles used and significant estimates made by

management as well as evaluating the overall financial statement presentation We believe that our audit

provides reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Synergy Investment Group LLC as of December 31 2008 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in Schedule is presented for the purpose of additional analysis

and is not required part of the basic financial statements but is supplementary information required by Rule

17a-5 under the Securities Exchange Act of 1934 Such information has been subjected to the auditing

procedures applied in the audit of the basic financial statements and in our opinion is fairly stated in all

material respects in relation to the basic financial statements taken as wholeEQL1p7
Rock Hill South Carolina

February 20 2008



SYNERGY INVESTMENT GROUP LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2008

ASSETS

ASSETS
Cash and cash equivalents 1335506
Receivables from clearing organizations 149568

Deposits with clearing organizations and others 484801
Receivables from broker-dealers net of allowance

for uncollectible accounts of $204000 132173
Receivable from related parties 52083

Prepaid expenses 40255
Furniture equipment and leasehold improvements net

of accumulated depreciation 39.386

Total assets $233772

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Accounts payable to broker-dealers 307995
Other accounts payable and accrued expenses 639586

Total liabilities 947581

MEMBERS EQUITY 1.286191

Total liabilities and members equity $2.233.772

The accompanying notes are an integral part of these financial statements
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SYNERGY INVESTMENT GROUP LLC

STATEMENT OF INCOME
For the year ended December 31 2008

REVENUE
Commission and related income 10379156
Investment advisory fees 356775

Total revenue 10735931

OPERATING EXPENSES

NonempIoyee sales commissions 7086306
Employee compensation and benefits 1492624

Clearing and execution charges 1043546
Professional fees 345948

Management fees 275347
Insurance 255718
License and registration 197709

Litigation 136000
Rent and occupancy 104750
Bad debts 94143
Advertising and promotion 82550
Miscellaneous expenses 82407
Travel and entertainment 54813

Technology 53813
Telephone and communications 30883

Depreciation and amortization 16930

Total operating expenses 11353487

Net income loss 617556

The accompanying notes are an integral part of these financial statements
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SYNERGY INVESTMENT GROUP LLC
STATEMENT OF CHANGES IN MEMBERS EQUITY

For the year ended December 31 2008

MEMBERS EQUITY BEGINNING OF YEAR 944079

Contributed capital 984668

Distributions to members 25000

Net income/Ioss 617.556

MEMBERS EQUITY END OF YEAR __________

The accompanying notes are an integral part of these financial statements
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SYNERGY INVESTMENT GROUP LLC
STATEMENT OF CASH FLOWS

For the year ended December 31 2008

CASH FLOW FROM OPERATING ACTIVITIES

Net income/loss 617556

Adjustments to reconcile net income to net cash

used for operating activities

Depreciation and amortization 16930
Increase in reserve to uncollectible accounts receivable 81000
Changes in operating assets and liabilities

Decrease in receivables from clearing organizations 253867
Decrease in deposits with clearing organizations 155105
Decrease in receivables from broker-dealers 95215
Decrease in prepaid expenses 34897
Decrease in accounts receivable from related parties 86420
Increase in accounts payable and accrued expenses 75062
Decrease in accounts payable to broker-dealers 141.870

Net cash provided by operating activities 39070

CASH FLOW FROM INVESTING ACTIVITIES

Purchase of furniture and equipment 6827

Net cash used for investing activities 6827

CASH FLOW FROM FINANCING ACTIVITIES

Payment of dividends 25000
Capital contributions 984668

Net cash provided by financing activities 959668

Increase in cash 991911

CASH BEGINNING OF YEAR 343595

CASH END OF YEAR 1335506

The accompanying notes are an integral part of these financial statements
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SYNERGY INVESTMENT GROUP LLC
NOTES TO FINANCIAL STATEMENTS

NOTE ORGANIZATION AND NATURE OF BUSINESS

Synergy Investment Group LLC the Company is registered as broker-dealer with the Securities and

Exchange Commission SEC and is member of the Financial Industry Regulatory Authority FINRA formerly

the National Association of Securities Dealers Inc NASD The Company was formed on June 24 1998 as

North Carolina Limited Liability Company and received its broker-dealer status June 25 1999 As limited

liability company members have limited liability for certain acts The Companys charter will terminate in the year
2099 The Company has offices in the southeastern United States and throughout other areas in the United

States The Companys primary source of revenue is derived from providing brokerage services and electronic

trading facilities to customers who are predominantly middle and upper income individuals and small and middle-

market businesses The Company clears all of its customer transactions through other broker-dealers on fully

disclosed basis

NOTE 2- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

The Company considers investments with an original maturity of three months or less when purchased to be

cash equivalents At December 31 2008 $484801 of the Companys cash balance was held by clearing

brokers and was therefore restricted and not included in cash

Securities Transactions

Securities transactions commission revenue and commission expenses are recorded on trade-date basis

Unrealized gains and losses on securities transactions if any are included in riskless principal transactions in

the statement of income Marketable securities are recorded at market value

Receivables from Brokers or Dealers

Receivables from brokers or dealers are reported at the amount management expects to collect on balances

outstanding at year-end The Company establishes an allowance for uncollectible accounts receivable based

on historic experience and any specific customer collection issues that the Company has identified

Uncollectible accounts receivable are written off when settlement is reached for an amount that is less than

the historical balance or when the Company has determined the balance will not be collectible

Furniture Equipment and Leasehold Improvements

Furniture and equipment is recorded at cost Minor additions and renewals are expensed in the year
incurred Major additions and renewals are capitalized at cost and depreciated using the straight-line method

over the estimated useful lives of the related assets which range from three to forty years Leasehold

improvements are amortized over the lesser of their economic useful lives or the expected term of the related

lease

Commissions

Commissions and related clearing expenses are recorded on trade-date basis as securities transactions

occur

Investment Advisory Income

Investment advisory fees received in advance are recognized as earned
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SYNERGY INVESTMENT GROUP LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 2-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

Use of Estimates

The preparation of the financial statements in conformity with U.S generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets and

liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and reported

amounts of revenues and expenses during the reporting period Actual results could differ from those

estimates

NOTE 3- FURNITURE EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Furniture equipment and leasehold improvements consisted of the following at December 31 2008

Computers and office equipment 70634

Leasehold improvements 20476

Computer software 16095
Furniture and fixtures 7046

114251
Less Accumulated depreciation and amortization 74865

$_ 393

Depreciation and amortization expense for the year ended December 31 2008 totaled $16930

NOTE 4-INCOME TAXES

The Company as limited liability company under the Internal Revenue Code and applicable state statutes

has elected to be treated as partnership for income tax purposes Any income or loss of the Company flows

through to the members to be taxed at the members respective rates Accordingly no provision has been

made for Federal or state income taxes in the accompanying financial statements

NOTE 5- RELATED PARTY TRANSACTIONS

During the year ended December 31 2008 the Company paid $275347 to related party for management
certain employee-related costs and other operational costs

The Company rents facility from related party on month-to-month basis Rent expense for 2008 amounted

to $104750

At December 31 2008 net amounts due from related parties amounted to $46882

During the year ended December 31 2008 the parent company made capital infusion in the amount of

$984668 The Company made distributions to its parent company amounting to $25000
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SYNERGY INVESTMENT GROUP LLC
NOTES TO FINANCIAL STATEMENTS

NOTE CONCENTRATIONS OF CREDIT RISK

The Company does not carry accounts for customers or perform custodial functions related to customers

securities The Company introduces all of its customer transactions which are not reflected in these financial

statements to its clearing broker who maintains the customer accounts and clears the customer transactions

Additionally this clearing broker provides the clearing and depository operations for the Companys proprietary

securities transactions These activities may expose the Company to off-balance-sheet risk in the event that the

customers do not fulfill their obligations with the clearing broker as the Company has agreed to indemnify the

clearing broker for any resulting losses

The Company performs ongoing credit evaluations of its customers financial condition as part of the lending

process No single customer accounts for greater than one percent of total revenue

The Companys cash consists primarily of funds in money market accounts and time deposits The Company
maintains majority of its cash deposits with one financial institution These cash deposits are insured by the

Federal Depository Insurance Corporation for up to $250000 As of December 31 2008 the Companys
uninsured cash balance was approximately $1000000 To mitigate the associated risks the Company places its

cash deposits with high credit-quality financial institutions

NOTE RETIREMENT PLAN

The Company implemented 401k Plan for the benefit of its employees From January to June 2008 the

Plan required the Company to make matching contribution equal to the salary reduction contribution of each

eligible employee up to maximum of four percent of the eligible employees compensation The Company
contributed approximately $33000 to the Plan during January through June 2008 As of July 2008 the

Company amended the Plan and matching contributions are no longer required

NOTE 8- CONTINGENCIES AND COMMITMENTS

In some instances the Company can be held liable for trades that have not been closed by certain company
representatives However management believes the likelihood of such an occurrence is remote and

accordingly no provision has been recorded in these financial statements

The Company is defendant in litigation incidental to its securities business Management of the Company after

consultation with outside legal counsel believes except for the following the resolution of these lawsuits will not

have material adverse effect on the Companys financial position

In 2007 the Company was named party to litigation seeking damages of approximately $1250000 plus legal

fees and costs from the Company and other third parties named in this complaint The claim relates to funds

misappropriated by former independent contractor of the Company and other third parties The Company

provided for an estimated loss of $250000 in 2007 This claim was settled subsequent to year end for $150000
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SYNERGY INVESTMENT GROUP LLC
NOTES TO FINANCIAL STATEMENTS

NOTE NET CAPITAL REQUIREMENT

As registered broker-dealer the Company is subject to the Securities and Exchange Commission Uniform Net

Capital Rule 15c3-1 which requires the maintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined not exceed 15 to

At December 31 2008 the Company had net capital as defined of $548964 which exceeded the minimum net

capital requirements by $365013 The Companys ratio of aggregate indebtedness to net capital was 1.7 to at

December 31 2008
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SYNERGY INVESTMENT GROUP LLC
SCHEDULE COMPUTATION OF NET CAPITAL UNDER

RULE 15c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
As of December 31 2008

Net Capital

Total members equity

Deductions and/or charges

Nonallowable assets

Receivables from related parties

Furniture equipment and leasehold improvements net

Receivables from broker-dealers and other

Prepaid expenses

Non GAAP
liability

Included as net capital adjustment by FINRA

1286191

52083

39386

132173

40255

464234

Haircut

Net capital before haircut 558060

9096

Net capital $__ 548$4

Aggregate Indebtedness

Items included in the statement of financial condition

Payable to broker-dealers

Other accounts payable and accrued expenses and other liabilities

Aggregate indebtedness

Computation of Basic Net Capital Requirements
6-2/3% of aggregate indebtedness

Minimum Dollar Net Capital Requirement

Net Capital Requirement

Excess Net Capital

Ratio Aggregate Indebtedness to Net Capital

Excess Net Capital at 1000%

Reconciliation with Companys Computation included in Part II

of Form X-17A-5 as of December 31 2008
Net capital as reported in Companys Part II unaudited FOCUS Report

Audit adjustments

Adjustments to accrued expenses

Adjustments to commissions payable

Net capital per above

307995

639586

$___ 9478i

$__ 63.172

183.951

183.951

365.013

173

454.206

532243

5389

11332

548964
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CERTIFIED PUBLIC ACCOUNTANTS

ROBERT FAULKNER 226 NORTHPARK DRIVE SUITE 110 NORTH CAROLINA

DALE THOMPSON POST OFFICE BOX 2456 10800 SIKES PLACE SUITE 300

ROCK HILL SOUTH CAROLINA 29732 CHARLOTTE NORTH CAROLINA 28277

TELEPHONE 803-324-3160 TELEPHONE 704-541-6180
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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5

The Manager and Members

Synergy Investment Group LLC

In planning and performing our audit of the financial statements and supplemental schedule of

Synergy Investment Group LLC the Company as of and for the year ended December 31 2008 in

accordance with auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing our opinion on the financial statements but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 7a-5g1 of the Securities and Exchange CommissionSEC we have

made study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we
considered relevant to the objectives stated in Rule 17a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 17a-3a11 and for determining

compliance with the exemptive provisions of Rule 15c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did not review the

practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a-1

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related costs of

controls and of the practices and procedures referred to in the preceding paragraph and to assess whether

those practices and procedures can be expected to achieve the SECs abovementioned objectives Two of

the objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are safeguarded

against loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements in

accordance with generally accepted accounting principles Rule 7a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph
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Because of inherent limitations in internal control or the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management
or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of control

deficiencies that adversely affects the entitys ability to initiate authorize record process or report financial

data reliably in accordance with generally accepted accounting principles such that there is more than

remote likelihood that misstatement of the entitys financial statements that is more than inconsequential will

not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as previously defined

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in accordance

with the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such purposes
Based on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph were adequate at December 31 2008 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management
the SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 17a-5g
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not

intended to be and should not be used by anyone other than these specified parties

Rock Hill South Carolina

February 20 2008
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